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1955 is attributable to contributions of the
employer.

(e) Noninsured plans. If the accident
or health benefits are a part of a non-
insured plan to which the employer and
the employees contribute, and such
plan has been in effect for at least
three years before the beginning of the
calendar year, the portion of the
amount received which is attributable
to the employer’s contributions shall
be an amount which bears the same
ratio to the amount received as the
contributions of the employer for the
period of three calendar years next pre-
ceding the year of receipt bear to the
total contributions of the employer
and all the employees for such period.
If, at the beginning of the calendar
year of receipt, such plan has not been
in effect for three years but has been in
effect for at least one year, such deter-
mination shall be based upon the con-
tributions made during the 1-year or 2-
year period during which the plan has
been in effect. If such plan has not been
in effect for one full year at the begin-
ning of the calendar year of receipt,
such determination may be based upon
the portion of the year of receipt pre-
ceding the time when the determina-
tion is made, or such determination
may be made periodically (such as
monthly or quarterly) and used
throughout the succeeding period. For
example, if an employee terminates his
services on April 15, 1955, and 1955 is
the first year the plan has been in ef-
fect, such determination may be based
upon the contributions of the employer
and the employees during the period
beginning with January 1 and ending
with April 15, or during the month of
March, or during the quarter con-
sisting of January, February, and
March.

[T.D. 6500, 25 FR 11402, Nov. 26, 1960, as
amended by T.D. 6722, 29 FR 5071, Apr. 14,
1964]

§ 1.105–2 Amounts expended for med-
ical care.

Section 105(b) provides an exclusion
from gross income with respect to the
amounts referred to in section 105(a)
(see § 1.105–1) which are paid, directly
or indirectly, to the taxpayer to reim-
burse him for expenses incurred for the
medical care (as defined in section

213(e)) of the taxpayer, his spouse, and
his dependents (as defined in section
152). However, the exclusion does not
apply to amounts which are attrib-
utable to (and not in excess of) deduc-
tions allowed under section 213 (relat-
ing to medical, etc., expenses) for any
prior taxable year. See section 213 and
the regulations thereunder. Section
105(b) applies only to amounts which
are paid specifically to reimburse the
taxpayer for expenses incurred by him
for the prescribed medical care. Thus,
section 105(b) does not apply to
amounts which the taxpayer would be
entitled to receive irrespective of
whether or not he incurs expenses for
medical care. For example, if under a
wage continuation plan the taxpayer is
entitled to regular wages during a pe-
riod of absence from work due to sick-
ness or injury, amounts received under
such plan are not excludable from his
gross income under section 105(b) even
though the taxpayer may have in-
curred medical expenses during the pe-
riod of illness. Such amounts may,
however, be excludable from his gross
income under section 105(d). See § 1.105–
4. If the amounts are paid to the tax-
payer solely to reimburse him for ex-
penses which he incurred for the pre-
scribed medical care, section 105(b) is
applicable even though such amounts
are paid without proof of the amount of
the actual expenses incurred by the
taxpayer, but section 105(b) is not ap-
plicable to the extent that such
amounts exceed the amount of the ac-
tual expenses for such medical care. If
the taxpayer incurs an obligation for
medical care, payment to the obligee
in discharge of such obligation shall
constitute indirect payment to the tax-
payer as reimbursement for medical
care. Similarly, payment to or on be-
half of the taxpayer’s spouse or depend-
ents shall constitute indirect payment
to the taxpayer.

§ 1.105–3 Payments unrelated to ab-
sence from work.

Section 105(c) provides an exclusion
from gross income with respect to the
amounts referred to in section 105(a) to
the extent that such amounts (a) con-
stitute payments for the permanent
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